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E.O. 11652: N/A 
TAGS: ENRG 

SUBJECT: LIBYAN OIL PRODUCTION CUTBACK 

1. LARG HAS MODIFIED ITS RECENT POLICY OF RAISING 
OIL OUTPUT BY ENFORCING CONSERVATION MEASURES. 

PRODUCTION HAD REACHED 2 MILLION BARRELS PER DAY 
IN JULY AND AUGUST. BUT WILL PROBABLY BE BETWEEN 1.4 
AND 1.6 MILLION BARRELS FOR SEPTEMBER. THE BURDEN 

OF THE CUTBACK FALLS MOST HEAVILY ON OCCIDENTAL WITH 
CUTS OF AT LEAST 340,000 BARRELS PER DAY. 

2. WHILE OILMEN HERE DECLARE THE REGULATIONS 
ARE 

EFFECTIVE IN TERMS OF CONSERVATION, THEY DO NOT 
DOUBT THE SINCERITY OF LARG S CONSERVATION CONCERNS. 

IN THIS CASE, THE PER WELL ALLOWABLE REGULATIONS WERE IMPOSED 
IN AUGUST BY PETROLEUM MINISTRY TECHNICAL DEPT WHILE 
MINPT MABRUK WAS ON VACATION AND MINISTRY WAS UNDER 
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GHANIM. THAT MABRUK AND PREMIER JALLUD FELT HE 
EXCEEDED HIS AUTHORITY SEEMS INDICATED BY 
GHANIM'S DEPARTURE SHORTLY AFTER MABRUK'S 
RETURN TO LIBYA. OILMEN BELIEVE CUTBACKS WILL 
CONTINUE TO BE ENFORCED AT LEAST THROUGH 
SEPTEMBER AND THAT LARG IS TRYING TO ADJUST ITS 
PRODUCTION BETWEEN 1.6 AND 1.8 MILLION BARRELS PER 
DAY. THEY BELIEVE MABRUK DID NOT WISH TO REVERSE 
HIS MINISTRY'S INSTRUCTIONS ON ALLOWABLES, PARTICULARLY 
DURING THIS PERIOD OF TALK ABOUT POLITICAL PURGE 
AND REPRESSION AND THAT SUBSEQUENT TO IMPOSITION 
ALLOWABLE REGULATIONS. BOTH MABRUK AND PRIME 
MINISTER JALLUD MAY HAVE DECIDED THAT PRODUCTION 
CUTBACK PRIOR OPEC MEETING WOULD BE DESIRABLE. 

3. ALTHOUGH THE CUTBACK SEEMS TO HAVE HAD ITS 
ORIGIN IN BUREAUCRATIC CONFUSION (WHICH PARTICULARLY 
ACUTE IN CURRENT POLITICAL CLIMATE) A COMBINATION 

OF FACTORS, IN ADDITION TO CONSERVATION CONSIDERATIONS, 
PROBABLY ARGUED FOR REDUCTION IN OUTPUT: (A) FACT 
THAT CURRENT REVENUE REQUIREMENTS CAN BE MET AT 
LESS THAN 2 MILLION BARREL PROCUDTION RATE; (B) 
EXPECTATION OF AN OCT 1 PRICE HIKE AND 
HIGHER FUTURE REENUES; (C) POSSIBLE COMPLAINTS FROM 
ALGERIA AND NIGERIA OVER LOWERED LIBYAN PRICES 
AND THE DESIRE TO BE IN CLOSE ACCORD WITH OTHAR 
OPEC PRODUCERS ON THE EVE OF THE VIENNA OPEC MEETING. 

4. IN ANOTHER DEVELOPMENT MABRUK ANNOUNCED BRIEFLY 
LAST WEEK THAT LIBYA HAS MARKETED ITS ENTIRE ANTICIPATED 
PRODUCTION TO END THIS YEAR. HE ALSO SAID THAT HE 
MONTHLY INCOME FROM OIL SALES FOR JULY, AUGUST, 
SEPTEMBER WOULD BE MORE THATN 612 MILLION DOLLARS 

PER MONTH. RATHER THAN STATEMENT OF FACT, MABRUK'S 
COMMENTS WERE PROBABLY INTENDED TO DEMONSTRATE 
THAT LIBYA'S RECENT CASH FLOW PROBLEMS WERE TEMPORARY 
AND THAT LIBYA WILL AGAIN BE PAYING ITS BILLS ON TIME. 

LARG IS NOT RPT NOT LIKELY TO HAVE MARKETED ITS FOURTH 
QUARTER PRODUCTION IN ADVANCE OF AN EXPECTED PRICE 
RISE. 
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